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CPA

GREAT BOOKS - GREAT CPAs
Most CPAs would like to believe that they have
good business judgment and better than average
insight into business operations. In many cases
they certainly do. However, for some it may be
a blind spot because surveys of people in the
business community all too often suggest that they
perceive CPAs as rather narrow with a pronounced
technical bent. "CPAs understand accounting and
taxes but they don’t understand my business" is
a typical comment.
Perhaps before reacting with an emotional de
nial, CPAs should examine their personal efforts
to be more broadly informed. For example, which
periodicals do you normally read—the Journal of
Accountancy or the Harvard Business Review?
Who is your favorite author—Sidney Kess or
Peter Drucker? What was the topic at the last con
ference you attended—the Economic Recovery
Tax Act of 1981 or organizational dynamics?
Sometime during 1979, I read of the "great
books program” that Mr. Guy Odom, chairman and
chief executive officer of U.S. Home Corporation,
initiated for middle managers at that company.
Under this program, the managers meet two nights
a month to discuss the books on Mr. Odom’s rec
ommended reading list. There is a different dis
cussion leader each session and a senior executive
sits in to provide some insight into the practical
application of a book’s content to firm operations.
The 50 books on Mr. Odom’s recommended
reading list (which he was kind enough to share)
include such classics as Plato’s Republic, Machia
velli’s The Prince and Daniel Levinson’s revealing
The Seasons of a Man's Life, and extend to current
instructive volumes such as Michael Korda’s
Power, Peter Drucker’s Management and The
Effective Executive, and How to Build a Dynamic

Sales Organization by Robert N. McMurray and
James S. Arnold. The idea behind the program is
not only to broaden the managers' thinking but to
expose them to the various skills needed to become
effective business executives.
The program appears to work. In 1980, in an
economic environment that was catastrophic for
the housing industry in general, U.S. Home
achieved record sales and profits. (They will be
lower in 1981.) I believe a similar program in CPA
firms could provide a much needed dimension to
develop CPA executives.
From discussions with practitioners around the
country, I have come to the conclusion that a uni
versal weakness in CPA firms is communication—
communication between partners, between part
ners and staff and between the firm and its clients.
In this regard, it is interesting that Mr. Odom's
program begins with the study of Language in
Thought and Action by Senator S. I. Hayakawa,
a noted semanticist.
Over the years, I've noticed that few staff people
spend much of their own time or money on their
professional development. Nevertheless, when
ever I have mentioned the great books idea at
staff level training programs, the responses have
What's Inside ...

CPE reference material available, p.2.
Quality of life conference set, p.2.
How the IRS roots out corruption, p.2.
Practice management groups, p.3.
Accounting education and the small firm —
a new tape program, p.4.
□ The appeal of small firms, p.4.
□ Respond to exposure drafts and influence the
profession, p.5.
□
□
□
□
□

2

always been most positive. This suggests that it
is not lack of motivation or unwillingness to spend
a few of their own dollars that is the reason, rather,
it is that young staff people just don’t know what
to do or where to start. I believe the great books
program would be an acceptable vehicle. It would
also be appropriate for many partners.
Our profession has become highly competitive
in recent years, not only as a result of changes
within it but also from outside pressures. In the
future, changes in technology and in the laws and
the resultant new demands from clients will likely
increase the pressure to excel.
While accounting and tax expertise will always
be basic to the profession, there is little doubt that
the broader-based CPA executive will be more
successful in meeting the new challenges than the
traditional technician who concentrates on tax
and accounting subjects to the exclusion of busi
ness and management thinking. Mr. Odom’s great
books program offers an excellent blueprint that
could be easily and inexpensively adopted by
younger staff members who are serious about
their careers and who are willing to invest a mini
mum of their own time and money in their future.
-by Charles B. Larson, CPA
St. Joseph, Missouri

CPE in the Eighties

CPE in the 80’s, a compendium of papers written
by members of a planning task force of the AICPA
educational materials exchange (EDMAX) com
mittee is now available at $5 per copy.
The perfect-bound collection, which consists of
seven chapters ranging in scope from "A Profile of
the Profession, 1980-1990” to “Sources of CPE—
Directions for the 1980s," contains reference ma
terial of interest to both CPE participant and
trainer. If you would like a copy, please contact
the AICPA order department (212) 575-6426.

Improving the Quality of Your Life
The AICPA management of an accounting practice
committee will hold its third annual Quality of
Life Conference in Scottsdale, Arizona, on May
16-18. Leading consultants will demonstrate how a
planned approach to stress management, physical
fitness and self-responsibility can positively affect
firm operations and personal lives.
In addition, practitioners can learn how a few
changes in their firm’s work environment can have
beneficial results on employee morale, absentee
ism and turnover.
For further information, contact Jim Flynn at
the Institute (212) 575-6439.

The Role of the
IRS Inspection Service

Although few of its agents act in collusion with
taxpayers or their representatives for personal
gain, the Internal Revenue Service is sensitive to
the possibilities of corruption among its em
ployees. Such activity, if unchecked, could erode
public confidence in the voluntary compliance sys
tem. It could also be damaging to the accounting
profession.
The Inspection Service is the arm of the IRS
that is specifically charged with investigating ac
tivities that bear upon the integrity of the agency.
This includes crimes such as bribery or embezzle
ment, the unauthorized disclosure of tax informa
tion, theft of IRS property or impersonations of,
or threats to, IRS employees. Information given
in this regard is treated with the utmost confi
dence.
The IRS Inspection Service requests that any
one who has knowledge of circumstances that
should be brought to its attention contact one of
the following regional offices: Atlanta, Chicago,
Cincinnati, Dallas, Philadelphia, New York, San
Francisco or Washington, D.C.
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Practice Management Groups
An article in the May/June issue of CPA ’81, the
journal of the Texas Society of Certified Public
Accountants, that caught our attention was one
about a resurgence of interest in practice manage
ment groups throughout Texas. Apparently, sev
eral new groups have been started and the practice
management section of the Texas society's MAP
committee is offering members help in their for
mation and continuation.
The idea is not new. The author of the article,
John Beall, a Dallas practitioner, tells us he thinks
practice management groups started in Texas in
1975 after a series of management conferences. He
says that the first meeting involved relatively large
firms in Texas, Arkansas and Oklahoma and that
that group is still in existence.
Mr. Beall says that the practice management
groups offer their members opportunities to dis
cuss their mistakes and find out what is working
for other firms. Some members find support both
in the management of their practices and in the
solution to technical problems. One group, appar
ently, has presented its own professional develop
ment courses, shared staff, developed its own audit
manual and even loaned partners on occasion.
For a group to survive, Mr. Beall states that
its members must have something in common,
be it similar size, same type of practice and per
sonnel, or even being confronted with similar
problems. It is also very important that they are
open with each other. He says that while it may
seem difficult to start a group, basically only three
things are needed. These are
□ Individuals who are willing to share their
experiences.
□
A flexible but defined organization.
□
Interesting program topics.
Mr. Beall explains that only a few organizational
details are necessary, such as determining how
many meetings will be held each year and selecting
someone to publicize them. He says that one per
son should not be responsible for all of the pro
grams—everyone should take a turn—and sug
gests that meetings are held at different members’
offices with that particular member being respon
sible for the discussion topic.
Other points Mr. Beall stresses are that meet
ings be held regularly so that members can set
the necessary time aside, and that they make a
commitment to meet for at least one year so that
the group develops unity.
The following are some suggested topics for
discussion at practice management group meet

ings, MAP roundtables—even partners’ confer
ences.
□ Billing and collecting—techniques, establish
ing rates, wording a bill, age analysis, charg
ing interest.
□ Budgeting—how a little more time spent
planning how to achieve goals can result in a
lot less effort required to attain them.
□ Client relations and development—expand
ing services to present clients, obtaining new
clients through referrals, and promoting the
firm through good client and community
relations.
□ Compensation—ways to divide the profits,
how to keep good staff people in the firm.
□ Data processing—applications, hardware
and software considerations.
□ Filing—procedures, what to keep, where to
store, what to use and ways to file.
□ Financial matters—cash requirements, ac
counts receivable, work in process, equip
ment financing, capital accounts.
□ Fringe benefits—what is needed to attract
and retain key employees.
□ Insurance—professional liability coverage
and limits, general liability and property in
surance.
□ Long-range planning—dimensions to con
sider, how to start.
□ Marketing and advertising—deciding on the
best techniques for your firm, selecting out
side consultants, developing a plan.
□ Mergers—advantages, disadvantages, pitfalls
to watch for, the keys to successful mergers.
□ Office facilities—selecting location, design
ing an office, negotiating a lease.
□ Partnership agreements—evaluations and
other problems, selection and admission,
termination, duties, voting, meetings, meth
ods of compensation and retirement.
□ Peer review—pros and cons, what is in
volved, who will do it.
□ Practice continuation—dealing with death,
incapacitation, helping the surviving spouse.
□ Manuals—what you need, where to start, de
termining the value to the firm.
□ Recruiting—how and where to do it, how to
evaluate candidates, deciding on the level of
commitment.
□ Staff evaluation—the reasons for a formal
program, methods to use, finding out if a
program is cost-effective and has positive
results.
□
Staff motivation—understanding the influ
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encing factors and basic psychological prin
ciples.
□ Staff scheduling—methods used, how far
ahead to schedule, who to put in charge, re
solving conflicts.
□ Staff training—planning programs; tech
niques; on-the-job, in-house and outside pro
grams.
□ Time reporting and control—evaluation of
billable and nonbillable time, methods of
keeping time, managing staff and personal
time.
□ Valuing a practice—for purposes of sale to
another firm, admitting another partner, etc.
There are, of course, many other topics suitable
for discussion at such meetings. Practitioners will
find more ideas and some suggested meeting pro
cedures and objectives in the AICPA MAP Roundtable Discussion Manual. Contact Jim Flynn at the
AICPA (212) 575-6439 for further information.

Accounting Education and the Small Firm
The latest program in the CPA Video Journal
series, "Accounting Education and the Small
Firm," focuses on how a firm can bolster its re
cruitment efforts by hiring a college or university
accounting faculty member.
According to standards set by the American
Assembly of Collegiate Schools of Business, ac
counting faculty members from some colleges and
universities are now required to obtain "recent
relevant experience." Consulting work with a CPA
firm qualifies under these standards.
In this program, a member of the task force on
recent relevant experience explains the standards
and a panel of two accounting professors and a
small-firm practitioner with teaching experience
talk about how they will be implemented. They
also discuss how having a faculty member on the
staff increases a firm’s visibility on campus and
improves its recruiting potential. (AICPA recruit
ing materials are introduced during the program.)
"Accounting Education and the Small Firm"
runs for 30 minutes. To qualify for the one hour
of CPE credit recommended for the program,
practitioners must follow their viewing of the tape
with a 15-minute discussion period. A discussion
guide is included with the program.
The price is $50 for each tape (all tape formats).
For further information on this and other pro
grams in the CPA Video Journal series, contact
Teresa Zimmerer at the AICPA (212) 575-5573.

Wanted:
Practitioner
Authors for CPE
The AICPA CPE division would
like io coniaci practitioners
with experience in small- and
medium-size firms who wish io
author group or self-study CPE
courses in accounting, auditing,
MAS and practice management.
If you have a strong interest
in developing educational pro
grams, coniaci Jack Armstrong
in the Institute's CPE division
--------- (212) 575-6244. —-----------

The Appeal of Small Firms

Although the number of members in public prac
tice continues to grow, it is still declining as a
percentage of the total AICPA membership. The
latest data, however, show that the small-firm
atmosphere appeals to an increasing majority of
the people who are drawn to a career in public
accounting.
While the medium-size firm representation has
seen the greatest growth, there has also been an
increase in the percentage of members with small
firms during the last eight years. In 1973, when
members in public practice made up almost 60
percent of the total membership, just over 52 per
cent of the practitioners were with small firms.
Now (1981 data), with public accounting repre
senting less than 54 percent of the total member
ship, 56 percent of the practitioners are with small
firms.
In reality, the actual figures make even more
encouraging reading to those who believe in the
viability of local firms. The number of members
associated with small- and medium-size firms has
grown 87 percent in the last eight years to over
65,300.
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You Can Make a Difference

The second most common complaint I hear from
CPAs around the country is that there are just too
many things to keep up with and comply with.
(The most common gripe, of course, is that re
ceivables are too high!) Most tend to view their
predicament as they do the weather—they think
nothing can be done about it. But this just isn't
the case at all.
The important thing to remember is that once
any statement on auditing standards or statement
on standards for accounting and review services
is published, it is rather late to make a clamor
about it. If you want to have your say about pro
fessional standards, respond to the exposure
drafts. They are the means by which the individual
CPA can have a direct input into the accounting
and auditing standards-setting process. By re
sponding you will find that you have far more
influence than you probably imagine.
You might believe that the AICPA waits until
January of any year to issue an exposure draft that
affects local practitioners, but it only seems that
way. The draft is issued after everyone on the
committee has commented on it and a final vote to
expose has been taken. Disclaimers, dissents and
the printer’s production schedule can further de
lay it. However, if this gestation period ends at the
start of the tax season, there will be a longer than
usual time to reply—into May or June. It’s up to
you to retrieve the draft from the papers on your
desk (after you get your tax return billing out).
I have had experiences on both sides of the ex
posure draft fence—by answering them and seeing
my arguments agreed with, disagreed with or gone
unheeded; by reading others’ responses and seeing
the great influence these relatively few responses
have. Let’s look at some examples:
After the 1136 Tenants Corporation case, the
AICPA issued an exposure draft in March 1974
titled Guide for Engagements of CPAs to Prepare
Unaudited Financial Statements. It was designed
to clear the air and to prevent another such catas
trophe. I disagreed with the basic premise of the
exposure draft that unaudited financial statements
are management’s representation and I wanted to
tidy up the wording of the disclaimer. These sug
gestions were not accepted, to my dismay.
The exposure draft exempted tax returns from
the necessity of a disclaimer and the word un
audited. However, it singled out 990s from that
exemption because they were available for public
inspection. I got up on my soap box and pointed
out that 990s were filed with the IRS, not the gen

eral public, and that they should receive the same
exemption as an 1120. The final guide made no
mention of 990s and from that moment on, no one
has been able to convince me that I can’t influence
the accounting profession.
My next foray was in January 1978 when the ex
posure draft of SSARS 1 was issued. I agreed with
the positive atmosphere it tried to create but
wanted the statement to go even further by elim
inating the limited assurance in a review, which I
deemed a negative assurance. I was unconvincing.
The draft used some wishy-washy language in the
compilation report about our not achieving any
assurance of any modifications to generally ac
cepted accounting principles. I urged that it say
we do not audit and do not give an opinion. The
rest is history.

How to Respond to Exposure Drafts

Proposed SASs and SSARS drafts are distrib
uted to all practice units; state society presi
dents, secretaries and executive directors;
and to various committee chairmen. In addi
tion, copies are available from the AICPA
order department.
Comment letters should be directed to spe
cific issues, include the reasons for your views
and should not deal in generalities. Identifi
cation of ambiguities or unclear language is
helpful.
The Institute would like to encourage more
members to respond to exposure drafts and
has taken the following steps:
□ The CPA Letter carries a brief report
which alerts you to the issuance of an
exposure draft and gives you an idea of
what it covers. This can help you de
termine whether the area is one on
which you wish to comment.
□ The proposed SASs and SSARS drafts
contain a concise summary up front so
that the principal conclusions are
readily apparent.
□ A reply form and a self-mailer are in
cluded with each draft. Just fill out the
form and return.
By making the key provisions of a pro
posed statement more readily apparent and
by simplifying the comment procedure, it
should be easier for you to make your views
known to the standard-setting committees.
They want and need your participation.
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Then, I headed for bigger game in 1980—the
Auditor’s Standard Report. This turned out to be
a "scrabble” battle. The auditing standards board
added "independent” and supplanted "examined”
with "audited”—I agreed. They deleted "fairly”—
I jumped up and down. They added "reasonable,”
"absolute” and "material”—I was more than rea
sonably absolute in my material disagreement.
The board wanted to eliminate "consistently” and
I pointed out that this word was adopted by a
membership vote and should not be abridged by
just a committee or even hundreds of respondents.
The results you all know. The current Auditor’s
Standard Report could not be improved enough to
warrant the cost of change. The draft was with
drawn because I and others responded.
More recently, the professional ethics execu
tive committee proposed guidelines for self
designation as a specialist. I objected to this self
anointment, even with its experience and CPE
requirements, on the grounds that its appearance
to the general public would offer an aura of decep
tion. I preferred more AICPA involvement with
some form of testing. I don’t for a minute believe
the committee agreed with me but they did with
draw the document because it "did not have suffi
cient support within the profession.” (Ed. note:

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

Interpretation 502-4, Self-Designation as Expert
or Specialist, was subsequently withdrawn in its
entirety.)
Well, you may say, what does this prove? What
makes me think my letters of comment had any
influence? I can’t say for sure they did. However,
now I am on the other side of the fence. As a mem
ber of the AICPA accounting and review services
committee, I read some fifty responses to the ex
posure draft on financial statements included in a
prescribed form. The draft included wording in the
proposed compilation report to the effect that
since we assumed that the organization which
prescribed the form knew exactly what it needed,
we are offering no opinion and are not auditing
or reviewing it.
At present, there are about 178,000 members of
the AICPA. We received about fifty responses. Six
respondents objected to the word "assume” be
cause they believe it is unprofessional and pre
sumptuous. The committee took it out.
Six people out of 180,000 had their way. So I
believe it’s fair to say no letter of comment is
ignored. Don’t think you don’t have any influence.
Just answer those exposure drafts.
-by Paul Browner, CPA
Rockville, Maryland
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